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credit against the tax imposed by chap-
ter 1 of the Code for the taxable year 
which begins in, or with, such calendar 
year. Thus, in order for an employee to 
be able to claim for a calendar year a 
withholding exemption with respect to 
a particular individual as a dependent 
there must be a reasonable expectation 
that the employee will be allowed an 
exemption with respect to such indi-
vidual under section 151(e) for his tax-
able year which begins in, or with, such 
calendar year. 

(3) For the employee to be entitled on 
any day of the calendar year to a with-
holding exemption for an individual as 
a dependent, such individual must on 
such day— 

(i) Be an individual referred to in one 
of the numbered paragraphs in section 
152(a), 

(ii) Reasonably be expected to receive 
over one-half of his support, within the 
meaning of section 152, from the em-
ployee in the calendar year, and 

(iii) Either (a) reasonably be expected 
to have gross income of less than the 
amount determined pursuant to § 1.151– 
2 of this chapter (Income Tax Regula-
tions) applicable to the calendar year 
in which the taxable year of the tax-
payer begins, or (b) be a child (son, 
stepson, daughter, stepdaughter, adopt-
ed son, or adopted daughter) of the em-
ployee who (1) will not have attained 
the age of 19 at the close of the cal-
endar year or (2) is a student as defined 
in section 151. 

(4) An employee is not entitled to 
claim a withholding exemption for an 
individual otherwise reasonably ex-
pected to be a dependent of the em-
ployee if such individual is not a cit-
izen of the United States, unless such 
individual (i) is at any time during the 
calendar year a resident of the United 
States (including, in regard to wages 
paid after February 28, 1979, and indi-
vidual treated as a resident under sec-
tion 6013 (g) or (h)) Canada, Mexico, the 
Canal Zone, or the Republic of Pan-
ama, or (ii) is a child of the employee 
born to him, or legally adopted by him, 
in the Philippine Islands before Janu-
ary 1, 1956, and the child is a resident of 
the Republic of the Philippines, and 
the employee was a member of the 
Armed Forces of the United States at 

the time the child was born to him or 
legally adopted by him. 

(e) Additional withholding exemption to 
which an employee is entitled in respect of 
the standard deduction. After November 
30, 1986, an employee is entitled to one 
additional withholding exemption un-
less: 

(1) The employee is married (as de-
termined under section 143) and the 
employee’s spouse is an employee re-
ceiving wages subject to withholding, 
or 

(2) The employee has withholding ex-
emption certificates in effect with re-
spect to more than one employer. 
These restrictions do not apply if the 
combined wages of the employee and 
the spouse (if any) from other than one 
employer is less than the amount spec-
ified in the instructions to Form W–4 
or W–4A (Employee’s Withholding Al-
lowance Certificate). 

[T.D. 6516, 25 FR 13032, Dec. 20, 1960, as 
amended by T.D. 6654, 28 FR 5252, May 28, 
1963; T.D. 7065, 35 FR 16539, Oct. 23, 1970; T.D. 
7114, 36 FR 9020, May 18, 1971; T.D. 7115, 36 FR 
9234, May 21, 1971; T.D. 7670, 45 FR 6932, Jan. 
31, 1980; T.D. 7915, 48 FR 44073, Sept. 27, 1983; 
T.D. 8164, 52 FR 45633, Dec. 1, 1987] 

§ 31.3402(f)(2)–1 Withholding exemp-
tion certificates. 

(a) On commencement of employment. 
On or before the date on which an indi-
vidual commences employment with an 
employer, the individual shall furnish 
the employer with a signed with-
holding exemption certificate relating 
to his marital status and the number of 
withholding exemptions which he 
claims, which number shall in no event 
exceed the number to which he is enti-
tled, or, if the statements described in 
§ 31.3402(n)–1 are true with respect to an 
individual, he may furnish his em-
ployer with a signed withholding ex-
emption certificate which contains 
such statements. For form and con-
tents of such certificates, see 
§ 31.3402(f)(5)–1. The employer is re-
quired to request a withholding exemp-
tion certificate from each employee, 
but if the employee fails to furnish 
such certificate, such employee shall 
be considered as a single person claim-
ing no withholding exemptions. 

(b) Change in status which affects cal-
endar year. (1) If, on any day during the 
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calendar year, the number of with-
holding exemptions to which the em-
ployee is entitled is less than the num-
ber of withholding exemptions claimed 
by him on the withholding exemption 
certificate then in effect, the employee 
must within 10 days after the change 
occurs furnish the employer with a new 
withholding exemption certificate re-
lating to the number of withholding ex-
emptions which the employee then 
claims, which must in no event exceed 
the number to which he is entitled on 
such day. The number of withholding 
exemptions to which an employee is 
entitled decreases, for example, for any 
one of the following reasons: 

(i) The employee’s wife (or husband) 
for whom the employee has been claim-
ing a withholding exemption (a) is di-
vorced or legally separated from the 
employee, or (b) claims her (or his) own 
withholding exemption on a separate 
certificate. 

(ii) In the case of an employee whose 
taxable year is not a calendar year, the 
employee’s wife (or husband) for whom 
the employee has been claiming a with-
holding exemption dies in that portion 
of the calendar year which precedes the 
first day of the taxable year of the em-
ployee which begins in the calendar 
year in which the spouse dies. 

(iii) The employee finds that no ex-
emption for his taxable year which be-
gins in, or with, the current calendar 
year will be allowable to him under 
section 151(e) in respect of an indi-
vidual claimed as a dependent on the 
employee’s withholding exemption cer-
tificate. 

(iv) It becomes unreasonable for the 
employee to believe that his wages for 
an estimation year will not be more, or 
that the determinable additional 
amounts for each item under 
§ 31.3402(m)–1 for an estimation year 
will not be less, than the corresponding 
figure used in connection with a claim 
by him under section 3402 (m) of a 
withholding allowance to such an ex-
tent that the employee would no longer 
be entitled to such withholding allow-
ance. 

(v) It becomes unreasonable for an 
employee who has in effect a with-
holding exemption certificate on which 
he claims a withholding allowance 
under section 3402(m), computed on the 

basis of the preceding taxable year, to 
believe that his wages and the deter-
minable additional amounts for each 
item under § 31.3402(m)–1 in such pre-
ceding taxable year or in his present 
taxable year will entitle him to such 
withholding allowance in the present 
taxable year. 

(2) If, on any day during the calendar 
year, the number of withholding ex-
emptions to which the employee is en-
titled is more than the number of with-
holding exemptions claimed by him on 
the withholding exemption certificate 
then in effect, the employee may fur-
nish the employer with a new with-
holding exemption certificate on which 
the employee must in no event claim 
more than the number of withholding 
exemptions to which he is entitled on 
such day. 

(3) If, on any day during the calendar 
year, the statements described in 
§ 31.3402(n)–1 are true with respect to an 
employee, such employee may furnish 
his employer with a withholding ex-
emption certificate which contains 
such statements. 

(4) If, on any day during the calendar 
year, it is not reasonable for an em-
ployee, who has furnished his employer 
with a withholding exemption certifi-
cate which contains the statements de-
scribed in § 31.3402(n)–1, to anticipate 
that he will incur no liability for in-
come tax imposed under subtitle A (as 
defined in § 31.3402(n)–1) for his current 
taxable year, the employee must with-
in 10 days after such day furnish the 
employer with a new withholding ex-
emption certificate which does not 
contain such statements. If, on any day 
during the calendar year, it is not rea-
sonable for such an employee whose li-
ability for income tax imposed under 
subtitle A is determined on a basis 
other than the calendar year to so an-
ticipate with respect to his taxable 
year following his current taxable 
year, the employee must furnish the 
employer with a new withholding ex-
emption certificate which does not 
contain such statements within 10 days 
after such day or on or before the first 
day of the last month of his current 
taxable year, whichever is later. 

(c) Change in status which affects next 
calendar year. (1) If, on any day during 
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the calendar year, the number of ex-
emptions to which the employee will 
be, or may reasonably be expected to 
be, entitled under sections 151 and 
3402(m) for his taxable year which be-
gins in, or with, the next calendar year 
is different from the number to which 
the employee is entitled on such day, 
the following rules shall be applicable: 

(i) If such number is less than the 
number of withholding exemptions 
claimed by the employee on a with-
holding exemption certificate in effect 
in such day, the employee must, on or 
before December 1 of the year in which 
the change occurs, unless such change 
occurs in December, furnish his em-
ployer with a new withholding exemp-
tion certificate reflecting the decrease 
in the number of withholding exemp-
tions. If the change occurs in Decem-
ber, the new certificate must be fur-
nished within 10 days after the change 
occurs. The number of exemptions to 
which an employee is entitled for his 
taxable year which begins in, or with, 
the next calendar year decreases, for 
example, for any of the following rea-
sons: 

(a) The spouse or a dependent of the 
employee dies. 

(b) The employee finds that is not 
reasonable to expect that an individual 
claimed as a dependent on the employ-
ee’s withholding exemption certificate 
will qualify as a dependent of the em-
ployee for such taxable year. 

(c) It becomes unreasonable for an 
employee who has in effect a with-
holding exemption certificate on which 
he claims a withholding allowance 
under section 3402(m) to believe that 
his wages and the determinable addi-
tional amounts for each item under 
§ 31.3402(m)–1 for his taxable year which 
begins in, or with, the next calendar 
year will entitle him to such with-
holding allowance for such taxable 
year. 

(ii) If such number is greater than 
the number of withholding exemptions 
claimed by the employee on a with-
holding exemption certificate in effect 
on such day, the employee may, on or 
before December 1 of the year in which 
such change occurs, unless such change 
occurs in December, furnish his em-
ployer with a new withholding exemp-
tion certificate reflecting the increase 

in the number of withholding exemp-
tions. If the change occurs in Decem-
ber, the certificate may be furnished on 
or after the date on which the change 
occurs. 

(2) If, on any day during the calendar 
year, it is not reasonable for an em-
ployee, who has furnished his employer 
with a withholding exemption certifi-
cate which contains the statements de-
scribed in § 31.3402(n)–1 and whose li-
ability for such tax is determined on a 
calendar-year basis, to anticipate that 
he will incur no liability for income 
tax imposed under subtitle A (as de-
fined in § 3l.3402(n)–1) for his taxable 
year which begins with the next cal-
endar year, the employee must furnish 
his employer with a new withholding 
exemption certificate which does not 
contain such statements, on or before 
December 1 of the first-mentioned cal-
endar year. If it first becomes unrea-
sonable for the employee to so antici-
pate in December, the new certificate 
must be furnished within 10 days after 
the day on which it first becomes un-
reasonable for the employee to so an-
ticipate. 

(3) Before December 1 of each year, 
every employer should request each of 
his employees to file a new withholding 
exemption certificate for the ensuing 
calendar year, in the event of change in 
the employee’s exemption status since 
the filing of his latest certificate. 

(d) Inclusion of account number on 
withholding exemption certificate. Every 
individual to whom an account number 
has been assigned shall include such 
number of any withholding exemption 
certificate filed with an employer. For 
provisions relating to the obtaining of 
an account number, see § 31.6011 (b)–2. 

(e) Invalid withholding exemption cer-
tificates. Any alteration of or unauthor-
ized addition to a withholding exemp-
tion certificate shall cause such certifi-
cate to be invalid; see paragraph (b) of 
§ 31.3402(f)(5)–1 for the definitions of al-
teration and unauthorized addition. 
Any withholding exemption certificate 
which the employee clearly indicates 
to be false by an oral statement or by 
a written statement (other than one 
made on the withholding exemption 
certificate itself) made by him to the 
employer on or before the date on 

VerDate Mar<15>2010 08:57 May 19, 2011 Jkt 223098 PO 00000 Frm 00241 Fmt 8010 Sfmt 8010 Y:\SGML\223098.XXX 223098W
R

ei
er

-A
vi

le
s 

on
 D

S
K

G
B

LS
3C

1P
R

O
D

 w
ith

 C
F

R



232 

26 CFR Ch. I (4–1–11 Edition) § 31.3402(f)(2)–1 

which the employee furnishes such cer-
tificate is also invalid. For purposes of 
the preceding sentence, the term ‘‘em-
ployer’’ includes any individual author-
ized by the employer either to receive 
withholding exemption certificates, to 
make withholding computations, or to 
make payroll distributions. If an em-
ployer receives an invalid withholding 
exemption certificate, he shall consider 
it a nullity for purposes of computing 
withholding; he shall inform the em-
ployee who submitted the certificate 
that it is invalid, and shall request an-
other withholding exemption certifi-
cate from the employee. If the em-
ployee who submitted the invalid cer-
tificate fails to comply with the em-
ployer’s request, the employer shall 
withhold from the employee as from a 
single person claiming no exemptions 
(see § 31.3402 (f)(2)–1(a)); if, however, a 
prior certificate is in effect with re-
spect to the employee, the employer 
shall continue to withhold in accord-
ance with the prior certificate. 

(f) Applicability of withholding exemp-
tion certificate to qualified State indi-
vidual income taxes. The withholding ex-
emption certificate shall be use for 
purposes of withholding with respect to 
qualified State individual income taxes 
as well as Federal tax. For provisions 
relating to the withholding exemption 
certificate with respect to such State 
taxes, see paragraph (d)(3)(i) of 
§ 301.6361–1 of this chapter (Regulation 
on Procedure and Administration). 

(g) Submission of certain withholding 
exemption certificates and notice of the 
maximum number of withholding exemp-
tions permitted—(1) Submission of certain 
withholding exemption certificates—(i) In 
general. An employer must submit to 
the Internal Revenue Service (IRS) a 
copy of any currently effective with-
holding exemption certificate as di-
rected in a written notice to the em-
ployer from the IRS or as directed in 
published guidance. 

(A) Notice to submit withholding exemp-
tion certificates. A notice to the em-
ployer to submit withholding exemp-
tion certificates may relate either to 
one or more named employees, to one 
or more reasonably segregable units of 
the employer, or to withholding exemp-
tion certificates under certain specified 
criteria. The notice will designate the 

IRS office where the copies of the with-
holding exemption certificates must be 
submitted. Alternatively, upon notice 
from the IRS, the employer must make 
available for inspection by an IRS em-
ployee withholding exemption certifi-
cates received from one or more named 
employees, from one or more reason-
ably segregable units of the employer, 
or from employees who have furnished 
withholding exemption certificates 
under certain specified criteria. 

(B) Published guidance. Employers 
may also be required to submit copies 
of withholding exemption certificates 
under certain specified criteria when 
directed to do so by the IRS in pub-
lished guidance. For purposes of the 
preceding sentence, the term published 
guidance means a revenue procedure or 
notice published in the Internal Rev-
enue Bulletin (see § 601.601(d)(2) of this 
chapter). 

(ii) Withholding after submission of 
withholding exemption certificate. After a 
copy of a withholding exemption cer-
tificate has been submitted to the IRS 
under this paragraph (g)(1), the em-
ployer must withhold tax on the basis 
of the withholding exemption certifi-
cate, if the withholding exemption cer-
tificate meets the requirements of 
§ 31.3402(f)(5)–1. However, the employer 
may not withhold on the basis of the 
withholding exemption certificate if 
the certificate must be disregarded 
based on a notice of the maximum 
number of withholding exemptions per-
mitted under the provisions of para-
graph (g)(2) of this section. 

(2) Notice of the maximum number of 
withholding exemptions permitted—(i) No-
tice to employer. The IRS may notify 
the employer in writing that the em-
ployee is not entitled to claim a com-
plete exemption from withholding or 
more than the maximum number of 
withholding exemptions specified by 
the IRS in the written notice. The no-
tice will also specify the applicable 
marital status for purposes of calcu-
lating the required amount of with-
holding. The notice will specify the 
IRS office to be contacted for further 
information. The notice of maximum 
number of withholding exemptions per-
mitted may be issued if— 

(A) The IRS determines that a copy 
of a withholding exemption certificate 
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submitted under paragraph (g)(1) of 
this section or otherwise provided to 
the IRS contains a materially incor-
rect statement or determines, after a 
request to the employee for 
verification of the statements on the 
certificate, that the IRS lacks suffi-
cient information to determine if the 
certificate is correct. 

(B) The IRS otherwise determines 
that the employee is not entitled to 
claim a complete exemption from with-
holding and is not entitled to claim 
more than a specified number of with-
holding exemptions. 

(ii) Notice to employee. If the IRS pro-
vides a notice to the employer under 
this paragraph (g)(2), the IRS will also 
provide the employer with a similar 
notice for the employee (employee no-
tice) that identifies the maximum 
number of withholding exemptions per-
mitted and specifies the marital status 
to be used for calculating the required 
amount of withholding. The employee 
notice will also indicate the process by 
which the employee can provide addi-
tional information to the IRS for pur-
poses of determining the appropriate 
number of withholding exemptions and/ 
or modifying the specified marital sta-
tus. The IRS will also mail a similar 
notice to the employee’s last known 
address. For further guidance regard-
ing the definition of last known ad-
dress, see § 301.6212–2 of this chapter. If 
the IRS is unable to determine a last 
known address for the employee, the 
IRS will use other available informa-
tion as appropriate to mail the notice 
to the employee. 

(iii) Requirement to furnish. If the em-
ployee is employed by the employer as 
of the date of the notice, the employer 
must furnish the employee notice to 
the employee within 10 business days of 
receipt. The employer may follow any 
reasonable business practice to furnish 
the copy of the notice to the employee. 
For purposes of this paragraph 
(g)(2)(iii), the determination of whether 
an employee is employed as of the date 
of the notice is based on all the facts 
and circumstances, including whether 
the employer has treated the employ-
ment relationship as terminated for 
other purposes. An employee that is 
not performing services for the em-
ployer as of the date of the notice is 

employed by the employer as of the 
date of the notice for purposes of this 
paragraph (g)(2)(iii) if— 

(A) The employer pays wages with re-
spect to prior employment to the em-
ployee subject to income tax with-
holding on or after the date specified in 
the notice; 

(B) The employer reasonably expects 
the employee to resume the perform-
ance of services for the employer with-
in twelve months of the date of the no-
tice; or 

(C) The employee is on a bona fide 
leave of absence if the period of such 
leave does not exceed twelve months or 
the employee retains a right to reem-
ployment with the employer under an 
applicable statute or by contract. 

(iv) Requirement to notify the IRS. If 
the employer is not required to furnish 
the notice to the employee under para-
graph (g)(2)(iii) of this section, the em-
ployer must send a written response to 
the IRS office designated in the notice 
indicating that the employee is not 
employed by the employer. 

(v) Requirement to withhold based on 
the notice. If the employer is required 
to furnish the employee notice to the 
employee under paragraph (g)(2)(iii), 
then the employer must withhold tax 
on the basis of the maximum number 
of withholding exemptions and the 
marital status specified in the notice 
for any wages paid after the date speci-
fied in the notice, except as provided in 
paragraphs (g)(2)(vi), (vii), (viii), (ix), 
and (x) of this section. The employer 
must withhold tax in accordance with 
the notice as of the date specified in 
the notice, which shall be no earlier 
than 45 calendar days after the date of 
the notice. 

(vi) Employment resumes after twelve 
months. If the employer is required to 
furnish the employee notice to the em-
ployee only pursuant to paragraph 
(g)(2)(iii)(B) of this section and the em-
ployee resumes the performance of 
services for the employer more than 12 
months after the date of the notice, 
then the employer is not required to 
withhold based on the notice. 

(vii) Requirement to withhold based on 
an existing Form W–4. If a withholding 
exemption certificate is in effect with 
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respect to the employee before the em-
ployer receives a notice of the max-
imum number of withholding exemp-
tions permitted under this paragraph 
(g)(2), the employer must continue to 
withhold tax in accordance with the 
existing withholding exemption certifi-
cate, rather than on the basis of the 
notice, if the existing withholding ex-
emption certificate does not claim 
complete exemption from withholding 
and claims a marital status, a number 
of withholding exemptions, and any ad-
ditional withholding that results in 
more withholding than would result 
from applying the marital status and 
number of withholding exemptions 
specified in the notice. 

(viii) Modification notice. After 
issuing the notice specifying the max-
imum number of withholding exemp-
tions permitted and the marital status, 
the IRS may issue a subsequent notice 
that modifies the original notice 
(modification notice). The modification 
notice may change the marital status 
and/or the number of withholding ex-
emptions permitted. The employer 
must withhold based on the modifica-
tion notice as of the date specified in 
the modification notice. 

(ix) Requirement to withhold after ter-
mination of employment. If the employee 
is employed as of the date of the notice 
under paragraph (g)(2)(iii) of this sec-
tion but the employer or employee ter-
minates the employment relationship 
after the date of the notice, the em-
ployer must continue to withhold 
based on the maximum number of 
withholding exemptions and the mar-
ital status specified in the notice or a 
modification notice if any wages sub-
ject to income tax withholding are paid 
with respect to the prior employment 
after such date. Furthermore, the em-
ployer must withhold based on the no-
tice or modification notice if the em-
ployee resumes an employment rela-
tionship with the employer within 12 
months after the termination of the 
employment relationship. Whether the 
employment relationship is terminated 
is based on all the facts and cir-
cumstances. 

(x) Requirement to withhold based on 
new Form W–4. The employee may fur-
nish a new withholding exemption cer-
tificate after the employer receives a 

notice or modification notice from the 
IRS of the maximum number of with-
holding exemptions permitted under 
this paragraph (g)(2). 

(A) Employee requests more with-
holding. If the employee furnishes a 
new withholding exemption certificate 
after the employer receives the notice 
or modification notice, the employer 
must withhold tax on the basis of that 
new certificate only if the new certifi-
cate does not claim complete exemp-
tion from withholding and claims a 
marital status, a number of with-
holding exemptions, and any additional 
withholding that results in more with-
holding than would result under the 
notice or modification notice. 

(B) Employee requests less withholding. 
If the employee furnishes a new with-
holding exemption certificate after the 
employer receives the notice or modi-
fication notice, the employer must dis-
regard the new certificate and withhold 
on the basis of the notice or modifica-
tion notice if the employee claims 
complete exemption from withholding 
or claims a marital status, a number of 
withholding exemptions, and any addi-
tional withholding that results in less 
withholding than would result under 
the notice or modification notice. If 
the employee wants to put a new cer-
tificate into effect that results in less 
withholding than that required under 
the notice or modification notice, the 
employee must contact the IRS. The 
employer must withhold on the basis of 
the notice or modification notice un-
less the IRS subsequently notifies the 
employer to withhold based on the new 
certificate. 

(3) Definition of employer. For pur-
poses of this paragraph (g), the term 
employer includes any person author-
ized by the employer to receive with-
holding exemption certificates, to 
make withholding computations, or to 
make payroll distributions. 

(4) Examples. The following examples 
illustrate the rules of this section. 

Example 1. Employer U receives a notice 
from the IRS that identifies the maximum 
number of withholding exemptions per-
mitted and specifies the marital status for 
Employee A. Employee A is not currently 
performing any services for Employer U. 
However, Employer U is continuing to make 
certain wage payments to Employee A. Em-
ployer U must furnish the employee notice 
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to Employee A within 10 business days of re-
ceipt and must withhold based on the notice 
on any wages paid to Employee A on or after 
the date specified in the notice. 

Example 2. Employer V receives a notice in 
October of Year 1 from the IRS that identi-
fies the maximum number of withholding ex-
emptions permitted and specifies the marital 
status for Employee B. Employee B has not 
performed services for Employer V since Au-
gust of Year 1. However, since Employee B 
has performed services for Employer V for 
several years on a seasonal basis, Employer 
V reasonably expects Employee B to resume 
the performance of services for Employer V 
in June of Year 2, a date that is within 12 
months of the date of the notice. Employer V 
is required to furnish the notice to Employee 
B within 10 business days of receipt. Em-
ployee B does not resume the performance of 
services until June of Year 3. Employer V is 
not required to withhold based on the notice. 

Example 3. Employer W receives a notice 
from the IRS that identifies the maximum 
number of withholding exemptions per-
mitted and specifies the marital status for 
Employee C. Employee C began a 4-month 
unpaid maternity leave of absence three 
weeks before Employer W received the no-
tice. Employer W must furnish the employee 
notice to Employee C within 10 business days 
of receipt. When Employee C resumes per-
forming services when her maternity leave 
ends, Employer W must withhold based on 
the notice. 

Example 4. Employer X receives a notice 
from the IRS in Year 1 that identifies the 
maximum number of withholding exemp-
tions permitted and specifies the marital 
status for Employee D. Employer X must 
furnish the employee notice to Employee D 
within 10 business days of receipt and with-
hold based on the notice. In Year 2, Em-
ployee D terminates the employment rela-
tionship. Employee D applies for a different 
position with Employer X and resumes em-
ployment 10 months after having left her 
previous position with Employer X. Since 
Employer X rehired Employee D within 12 
months after the termination of employ-
ment, Employer X must withhold based on 
the notice. 

Example 5. Employer Y receives a notice 
from the IRS that identifies the maximum 
number of withholding exemptions per-
mitted and specifies the marital status for 
Employee E. Employer Y must furnish the 
employee notice to Employee E within 10 
business days of receipt. After receipt of this 
notice, Employee E contacts the IRS and es-
tablishes that he is entitled to claim a high-
er number of withholding exemptions. Em-
ployer Y receives a modification notice from 
the IRS that changes the maximum number 
of withholding exemptions permitted for 
Employee E. Employer Y must withhold tax 

based on the modification notice as of the 
date specified in such notice. 

Example 6. Employer Z pays remuneration 
to Employee F, a United States citizen, for 
services performed in Country M. Employer 
Z receives a notice from the IRS in Year 1 
that identifies the maximum number of 
withholding exemptions permitted and speci-
fies the marital status for Employee F. Em-
ployer Z must furnish the employee notice to 
Employee F within 10 business days of re-
ceipt. Employer Z reasonably believes all the 
remuneration paid to Employee F in Year 1 
is excluded from Employee F’s gross income 
under section 911 of the Internal Revenue 
Code. Since section 3401(a)(8)(B) excludes 
such remuneration from wages for income 
tax withholding purposes, Employer X does 
not have to withhold on such remuneration, 
notwithstanding the maximum number of 
exemptions permitted and marital status 
specified in the notice. In Year 2, Employee 
F returns to the United States to perform 
services. Employer Z does not reasonably be-
lieve any part of Employee F’s remuneration 
paid in Year 2 is excluded from Employee F’s 
gross income under section 911. Rather, Em-
ployer Z reasonably believes that remunera-
tion paid to Employee F in Year 2 is subject 
to income tax withholding. Employer Z must 
withhold on the remuneration paid to Em-
ployee F based on the notice. 

(5) Effective/applicability date. Except 
as provided in this paragraph (g)(5), 
paragraph (g) applies on April 14, 2005. 
Paragraphs (g)(2)(iii)(A), (B), and (C) 
and paragraph (g)(2)(ix) apply on Octo-
ber 11, 2007, except taxpayers may rely 
on such paragraphs for notices issued 
prior to such date. 

(68A Stat. 731 (26 U.S.C. 6001); 68A Stat. 732 
(26 U.S.C. 6011); 68A Stat. 917 (26 U.S.C. 7805)) 

[T.D. 6516, 25 FR 13105, Dec. 20, 1960, as 
amended by T.D. 6654, 28 FR 5252, May 28, 
1963; T.D. 7048, 35 FR 10291, June 24, 1970; T.D. 
7065, 35 FR 16539, Oct. 23, 1970; T.D. 7577, 43 
FR 59359, Dec. 20, 1978; T.D. 7598, 44 FR 14552, 
Mar. 13, 1979; T.D. 7682, 45 FR 15526, Mar. 11, 
1980; T.D. 7772, 46 FR 17548, Mar. 19, 1981; T.D. 
7803, 47 FR 3547, Jan. 26, 1982; T.D. 7915, 48 FR 
44073, Sept. 27, 1983; T.D. 8164, 52 FR 45633, 
Dec. 1, 1987; T.D. 9196, 70 FR 19696, Apr. 14, 
2005; T.D. 9337, 72 FR 38481, July 13, 2007] 

§ 31.3402(f)(3)–1 When withholding ex-
emption certificate takes effect. 

(a) A withholding exemption certifi-
cate furnished the employer in any 
case in which no previous withholding 
exemption certificate is in effect with 
such employer, shall take effect as of 
the beginning of the first payroll pe-
riod ending, or the first payment of 
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